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1. SUMMARY; WASHINGTON TEAM MET WITH MARCONA OFFICIALS 
MONDAY AFTERNOON TO REVIEW OUR STRATEGY AND OBTAIN CLARI- 
PICATION ON A NUMBER OF ISSUES. WHILE CONTINUING TO RESIST 
BOOK VALUE APPROACH, FURTH CLARIFIED A NUMBER OP DIVERGENCIES 
BETWEEN GOP AND MARCONA BOOK VALUE PIGURES. MARCONA OFPI- 
CIALS CONTINUED TO SEE SOME ARRANGEMENT INVOLVING SALES AND 
SHIPMENT OP ORE AS METHOD POR ACHIEVING SETTLEMENT THAT IS 

BOTH ADEQUATE AND POLITICALLY TOLERABLE. MARCONA WANTS PROMPT 
SETTLEMENT, BUT IS PREPARED TO WAIT IP NECESSARY TO GET 
ADEQUATE COMPENSATION. END SUMMARY 

2. WASHINGTON TEAM MET WITH FURTH, COMPTON, AND 
BRADFIELD MONDAY AFTERNOON AT 2;30 P.M. TO BRIBE THEM 
ON OUR INTENTIONS THIS TRIP AND EXPLORE MARCONA POSITION 
AT THIS TIME, AS WELL AS TO SEEK CLARIFICATION ON CERTAIN 
POINTS. 

3. FISHLOW REQUESTED CLARIPICATION OP DIPPERENCES BETWEEN 
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MARCONA'S DOLLAR AND SOL ACCOUNTS. THERE IS A DIPPERENCE 
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OF ABOUT $22 MILLION IN VALUE OF PLANT AND EQUIPMENT. FURTH 
EXPLAINED DIVERGENCIES IN TERMS OF (A) DIFFERENT DEPRECIA- 
TION PRACTICES IN U.S. AND PERU AND (B) PRIOR SHIET FROM 
DOLLAR BOOKS TO SOL BOOKS IN PERU WHICH DID NOT PERMIT USE 
OF FULLY REALISTIC EXCHANGE RATES. ABOUT EOUR-EIFTHS OF 
DIFFERENCES IS RESULT OF HIGHER RATE OE DEPRECIATION IN 
PERUVIAN BOOKS. 

4. AT THIS POINT, EURTH REITERATED MARCONA'S VIEW THAT 
THERE WAS NO BASIS IN PERUVIAN LAW FOR THE BOOK VALUE SETTLE- 
MENT AND THAT GOING CONCERN OR APPRAISAL VALUE WAS APPROPRI- 
ATE. WASHINGTON TEAM RESPONDED THAT WHILE WE HAD MADE IT 
CLEAR U.S. DID NOT ACCEPT BOOK VALUE AS THE PROPER CRITERIA 
FOR VALUATION. WE WANTED TO BE IN POSITION TO NOTE ELAWS 

IN GOP PRESENTATION ON THAT BASIS. 

5. IN RESPONSE TO QUERY, FURTH HELD JUSTIFICATION FOR USE 
OF DOLLAR RATHER THAN SOL BOOKS IN VALUING CAPITAL ASSETS 
WAS THAT THOSE ASSETS WERE PURCHASED IN DOLLARS. 

6. EISHLOW ASKED EOR CLARIEICATION REGARDING CURRENT 
STATUS OF MARCONA'S ORE CONTRACTS AND ASKED WHETHER 
PERU COULD NOW SELL PELLETS FOR MORE THAN MARCONA CON- 
TRACT PRICE. FURTH NOTED VALUE OF CONTRACTS WAS DECREAS- 
ING AS TIME WENT BY AND BUYERS MADE OTHER ARRANGEMENTS 
FOR ORE. HE AGREED THAT PERU MIGHT WELL BE ABLE TO 

FIND SOME BUYERS NOW FOR PELLETS AT PRICE ABOVE CON- 
TRACT PRICE. HE SAID, HOWEVER, THAT BEST MARKET STRATEGY 
WOULD BE TO MEET COMMITMENTS UNDER EXISTING CONTRACTS 
AND RENEGOTIATE FOR HIGHER PRICES WHEN THEY EXPIRE. 

7. EISHLOW ASKED WHETHER MARCONA WOULD BE WILLING TO 
TAKE ALL PRODUCTION FOR CERTAIN PERIOD UNDER SPECIFIED 
CONDITIONS AS PART OP SETTLEMENT. FURTH SAID HE SAW 
ESSENTIALLY TWO ALTERNATIVES FOR MARCONA: (A) TAKE JUST 
PELLETS, OR (B) REESTABLISH WHOLE SALES AND SHIPPING 
PACKAGE EOR A PERCENTAGE OF THE TAKE. 

8. WASHINGTON TEAM ASKED WHETHER THERE ARE SINTER FEED 
CONTRACTS. FURTH REPLIED THAT THERE WERE SOME BUT THAT 
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GIVEN THE DELAY HE CONSIDERED THEM VIRTUALLY UNENFORCE- 
ABLE. 

9. EURTH EXPRESSED THE BELIEF THAT MARCONA COULD REINSTATE 
THE PACKAGE OF JAPANESE CONTRACTS AT PREEXISTING PRICES, 

BUT NO HIGHER. WHEN ASKED ABOUT SHIPPING RATES AND COM- 
MISSIONS, FURTH SAID THAT IF EVERYTHING ELSE WAS IN LINE 
THEY COULD BE FLEXIBLE WITH REGARD TO AGREEING TO 
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LOWER GOING RATES AND COMMISSIONS OVER NEXT TWO YEAR 
PERIOD. 

10. IN ANSWER TO QUESTION REGARDING TIME IT WOULD TAKE 
TO GET ORE MOVING AGAIN, EURTH SAID THEY COULD START 
SHIPPING IN A PEW DAYS, REACH A SIGNIPICANT SHIPPING 

RATE IN THIRTY DAYS, AND BE BACK TO NORMAL RATE IN NINETY 
DAYS. HE SAID MARCONA WAS RENTING POUR JAPANESE SHIPS 
AND OWNS TWO SPECIALIZED SLURRY SHIPS (THE ONLY ONES IN 
EXISTENCE) WHICH WOULD BE AVAILABLE FOR THIS PURPOSE. 

1 1 . EURTH VOLUNTEERED THAT PERU'S INTEREST MIGHT BE 
WELL SERVED BY DEALING WITH THE JAPANESE ON AN F.O.B. 

BASIS, WITH THE ARRANGEMENTS ON SHIPPING BEING BETWEEN 
MARCONA AND JAPAN. HE INDICATED SUCH A THREE-WAY DEAL 
MIGHT HAVE POSSIBILITIES. 

12. PISHLOW PROBED MARCONA OPPICIALS ON THEIR TIME HORIZON 
ON A SETTLEMENT. FURTH SAID MARCONA WANTED PROMPT SETTLE- 
MENT, BUT HAD NOW MADE NECESSARY CORPORATE ADJUSTMENT SO 
THAT THEY WERE IN A POSITION TO WAIT. HE EXPRESSED VIEW 
THAT TIME IS NOT WORKING AGAINST MARCONA. 

13. WASHINGTON TEAM EXPRESSED UNDERSTANDING THAT MARCONA 
NOT INTERESTED IN TRADING INADEQUATE SETTLEMENT NOW POR 
ADEQUATE ONE LATER, BUT RAISED POSSIBILITY THAT WE MAY 
NOW HAVE A WINDOW POR SETTLEMENT IP WE MOVE EXPEDITIOUSLY, 
AND THAT AS GOOD AN OPPORTUNITY FOR SETTLEMENT MAY NOT 
RECUR SOON AGAIN. IN THAT REGARD, PISHLOW STRESSED 

THAT WE WERE INTERESTED IN A SATISPACTORY SETTLEMENT 
AND WOULD NOT AGREE, FOR EXAMPLE, EVEN TO PRESENT A 
$20 MILLION PROPOSAL PROM PERU TO MARCONA AS A SERIOUS 
OPFER. 

CONPIDENTIAL 
CONPIDENTIAL 
PAGE 04 LIMA 09310 111606Z 


14. COMMENT: MARCONA OPPICIALS APPEARED SENSITIVE 
TO CURRENT DEVELOPMENTS IN POLITICAL SITUATION IN PERU 
AND NEED TO COME UP WITH SETTLEMENT PACKAGE WHICH WOULD 
BE BOTH ADEQUATE AND POLITICALLY TOLERABLE. LOGIC OP 
SITUATION APPEARS TO BE MOVING BOTH GOP AND MARCONA 
TOWARDS RECONSIDERATION OP WAYS IN WHICH BOTTOM LINE 
PIGURE COULD BE FUZZED THROUGH ARRANGEMENTS FOR PAYMENTS 
IN KIND, POSSIBLY INVOLVING SHIPPING AND SALES 
ELEMENTS. EURTH EXPRESSED VIEW THAT ONCE GAP IN VALUA- 
TION OP ASSETS BETWEEN GOP AND MARCONA SUPFICIENTLY 
NARROWED, WAYS COULD BE POUND TO WORK OUT A SETTLEMENT 
ARRANGEMENT ACCEPTABLE TO ALL PARTIES. 

DEAN 
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